



































1971 Annual Report 



ABOUT THE COVER, which is a rendering of a prototype Murphy’s Mart. 
The building has a gross area of 116,800 square feet and provides an 
area of 92,000 square feet for Murphy operation, with the balance for a 
food supermarket and an auto service center. About 80%, or 74,000 
square feet, of the Murphy gross area is available for selling 
space, including a garden shop. The building may be lone- 
standing, with parking space for about 1,000 cars, or the 
major part of a large shopping center complex. Mur¬ 
phy’s Marts offer at competitive discount prices a 
wide range of quality merchandise dis¬ 
played in 12 related groups, accord¬ 
ing to natural shopping 
habits. 
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Highlights 


Sales. 

Number of stores. 

Sales per store. 

Employees' compensation and other benefits 

Income before income taxes. 

Net income. 

Capital expenditures. 

Long-term debt . 

Shareholders’ equity. 

PER SHARE 

Net income. 

Dividends . 

Shareholders' equity. 




$413 378 365 
516 

$801 121 
$88 778 926 
$16 317 853 
$8 300 553 
$11 017 226 
$32 234 897 
$107 207 377 

$ 2.10 

$ 1.20 

$27.20 


$401 439 709 
519 
$773 487 
$84 863 861 
$17 162 488 
$8 360 088 
$11 303 128 
$32 330 237 
$104 474 206 

$2.10 

$ 1.20 

$26.33 


Annual Meeting: The Annual Meeting of Common Shareholders will be held at the registered office ol the 
Corporation, 531 Fifth Avenue, McKeesport, Pennsylvania, at 11:00 A M., on Tuesday, May9,1972. 

Notice of meeting, proxy statement, proxy and return envelope are enclosed with this report. 

















To Our Shareholders and Co-Workers 


We are happy to report that we were able to attain net in¬ 
come per share of $2.10 for the year, as high as that for 
1970. Sales reached a new record high of $413,378,365, or 
3% over 1970. 

This sales performance was disappointing. Nevertheless, 
our net income per share held even with 1970 principally 
because of reduction in interest expense and federal income 
taxes. 

Results were particularly affected adversely by the in¬ 
fluence of high unemployment in steel and the nation-wide 
coal strike in areas served by many of our stores. Another 
unfavorable influence on consumer spending in many areas 
where a major number of our stores operate was the in¬ 
crease in personal state and municipal taxes, which tended 
to offset the advantage of reduction in personal federal in¬ 
come taxes. 

Governmental efforts to control inflation and still bolster 
the economy apparently have not yet expanded spending in 
most of our areas of operation. Rise in the national rate of 
personal savings to still higher levels in 1971 over 1970 indi¬ 
cates the wage and price freeze appears to have created 
more uncertainty and confusion than confidence in the 
minds of consumers, without releasing the pent-up higher 
individual savings. 

Sales results of many retail companies would indicate that 
most of the 1971 increase in total volume came from addi¬ 
tional selling area rather than from improvement in stores 
already in operation. Your management recognizes this 
trend and is emphasizing the need to add new stores and to 
reduce and control costs in all units, particularly in existing 
stores. 

Ten new stores, including the third Murphy’s Mart, were 
opened in 1971. Continuing our policy to close units which 
lack profit potential, 11 stores where leases expired were 
closed and 2 were sublet profitably, making 516 in operation 
at year end. Although there were 3 less stores than one year 
ago, sales area was increased net 205,000 square feet, or 
2.7%, by addition of 338,000 square feet in new and en¬ 
larged stores and reduction of 133,000 square feet from 
stores closed. Unfortunately, numerous store openings 
planned for 1971 were delayed because of difficulties en¬ 
countered by developers and contractors. 

Six of the 43 new stores under construction, lease or op¬ 
tion at the beginning of the year have already been opened. 
They include the fourth Murphy’s Mart near Youngstown in 
Boardman, Ohio, and our first location in South Carolina, 
increasing the number of states where we operate to 24 
and the District of Columbia. 

Twenty additional new Marts planned for 1972 and 1973 
include 6 more in the Pittsburgh area; 7 around Baltimore, 
Md.; 3 in Ohio; 2 in West Virginia; and one in each of Virginia 
and Illinois. Nine of these Marts and 7 conventional stores 
are scheduled for later 1972 opening. If new stores are com¬ 


pleted as planned for 1972, selling area will be increased 
about 1,085,000 square feet, or 14%. 

Average selling area of stores planned for opening in 1972 
will be about 49,000 square feet compared with less than 
30,000 for those opened in 1971 and an average of about 
15,000 for all stores in operation at the end of 1971. 

Continued research has reduced construction costs for 
our prototype Murphy's Mart building, portrayed on the 
cover, about 25% below those for comparable earlier units. 
Customer acceptance and early profitability of the Marts 
have been most gratifying. 

Opening in December of a new 255,600 square-foot ware¬ 
house in Indianapolis, Ind. and addition of 120,000 square 
feet to the Monroe, La. warehouse in June expanded distri¬ 
bution facilities by more than Vb million square feet to im¬ 
prove turnover and reduce merchandise costs to stores. 

On January 11, 1972, your Company sold through under¬ 
writers a public issue of $30,000,000 of 7 3 /a% sinking fund 
debentures due January 1, 1997. Your management be¬ 
lieves this public financing at a favorable fixed interest rate 
will serve the long-term economic interests of the Company 
better than facing the uncertainties of shorter-term financing 
at unknown, but likely higher, interest costs. The action also 
provides us with a well-balanced financial structure and per¬ 
mits flexibility in meeting the capital requirements of our 
accelerating expansion program. 

The federal Economic Stabilization Program, initiated in 
August 1971, has made it considerably more complicated 
for us to operate. This program does not, however, prevent 
us from increasing corporate profits as long as such profit 
improvement results from proportionate increases in sales 
volume. Our aggressive expansion program is geared to ac¬ 
complish this result. 

The business outlook has been improved by elimination of 
some of the uncertainties of 1971; the continued high level 
of government spending; and advantages to domestic in¬ 
dustry of the changed international monetary levels and of 
stimulation from investment tax credits. Based on interpre¬ 
tations of economic indicators by most analysts, we are 
optimistic about results for 1972. 

"Consumerism” continues to be foremost in the policies 
of your Company—to satisfy our customers with the highest- 
quality merchandise they want and at the lowest price. 

We are grateful to our millions of customers and appre¬ 
ciate the co-operation of our suppliers of merchandise and 
services, the dedication of our co-workers and the support 
of our Shareholders. _ 


E. L.\ PAXTON 
Chairman of the Board 
and President 

March 23, 1972 
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Sales 



How the Sales Dollar Was Used 

B A 



D 

E- 




1971 

1970 

A 

Merchandise & Expenses 

74.0* 

74.1* 

B 

Employee Benefits. 

21.5< 

21.1* 

C 

Taxes . 

2.5* 

2.7* 

D 

Dividends. 

1.1* 

1.2* 

E 

Earnings Reinvested ... 

.9c 

.9* 


TOTAL . 

$1.00 

$1.00 


Financial 

Sales 

Sales were $413,378,365, an increase of 3% over last 
year’s record high. Average sales per store were $801,121 
compared to $773,487 in 1970. At year end there were 516 
stores operating 7,676,000 square feet of selling area com¬ 
pared to 519 stores and 7,471,000 square feet of selling 
area a year earlier. 

Net Income 

Net income was $8,300,553 compared to $8,360,088 for 
the previous year, a decline of $59,535. Net income per 
average share outstanding equaled the $2.10 reported in 
1970. Average shares outstanding were reduced to 
3,956,795 during 1971 compared to 3,986,964 during 1970. 
This reduction resulted from an increase during the year 
of 26,000 shares in treasury stock. 

Principal non-operating items affecting the income com¬ 
parison between the 2 years were the reinstatement of 
the investment credit which reduced federal income taxes 
$245,000, a reduction in interest rates which resulted in an 
after-tax savings of approximately $232,000 and removal 
of the federal income tax surcharge which reduced federal 
income taxes $196,000. 

Liquidation of Subsidiaries 

On May 31, 1971, Morgan & Lindsey, Inc. and Terry Farris 
Stores, Inc., wholly-owned subsidiaries, were liquidated 
into G. C. Murphy Company in a tax-free reorganization. 
This change was precipitated in order to effect certain 
operational efficiencies and reduce tax and legal costs. 
The stores of these former subsidiaries will continue to 
operate as the Morgan & Lindsey and Terry Farris Divi¬ 
sions of the Company. 

Financial Position 

The Company continues to maintain a strong financial 
position with working capital increasing $782,231 to 
$74,408,686 from $73,626,455 at December 31, 1970. 
Working capital provided by operations, as shown in the 
“Statement of Changes in Consolidated Financial Posi¬ 
tion”, increased to $14,996,229 from $14,792,540 the previ¬ 
ous year. The major changes in the components of work¬ 
ing capital were increases in merchandise inventories of 
$8,655,733 and in accounts payable of $5,036,100. A sub¬ 
stantial portion of the increase in the merchandise inven¬ 
tories is attributed to the warehouse expansion referred 
to under “Warehousing Expanded”. 
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Capital Expenditures 

Capital expenditures continued at an accelerated level 
totaling $11,017,226 in 1971 compared to $11,303,128 in 
1970. Included in these capital expenditures were 
$2,007,063 for land and buildings in 1971 and $1,114,770 
in 1970. 

During the last 5 years, the Company has invested 
$48,768,000 in capital expenditures, principally in new 
stores. Charges for depreciation and amortization have 
provided $25,618,000 toward these expenditures. Prior to 
this 5-year period, depreciation and amortization were 
sufficient to fulfill the requirements of the capital budgeting 
program. It was in response to the need for additional funds 
for the expansion program and to support an increasing 
level of merchandise inventories that the short-term bank 
loans were negotiated in 1969. It is this debt that was re¬ 
financed, as explained below. 

Capitalization 

On January 11, 1972, $30,000,000 of 7 3 /a% sinking fund 
debentures due January 1, 1997 were issued to further 
strengthen the Company’s capital base. The net proceeds 
were applied toward the retirement of short-term bank 
notes that were issued November 1, 1969, principally to 
finance capital expenditures and inventories associated 
with the Company's recent emphasis on new, larger stores. 

The Company was pleased to receive an "A” rating on 
these new debentures from both major rating agencies. 
This rating is evidence and recognition of the strong finan¬ 
cial stability and reputation of your Company. It is the Com¬ 
pany’s intention to maintain this rating in order to retain 
financial flexibility in meeting the capital requirements of 
an accelerating expansion program. 

Shareholders’ Equity 

Shareholders’ equity per share of common stock improved 
to $27.20 at year end compared to $26.33 at December 
31, 1970. Shareholders number 18,068, including 5,420 
employees and members of their families. 


Net Income Per Share 


Dollars 
2.25 — 


2.00 ■ 
1.75 
1.50 
1.25 
1.00 -| 
75 -I 
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Organization Changes 

Your Company acknowledges the many years of construc¬ 
tive service rendered by W. Ray Greenfield, Kenneth T. 
Paxton and Thomas N. Griggs who passed away since 
January 1971. Mr. Greenfield, Vice President—Sales Man¬ 
ager, was a Director since 1970; Mr. Paxton, Chairman of 
the Board and Senior Vice President—Personnel, was a 
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Director since 1946; and Mr. Griggs, of the Company’s 
legal counsel, Griggs, Moreland, Blair & Anderson, was a 
Director since 1949. Their places on the Board of Directors 
were filled by election of William M. Anderson, who was 
also elected as Vice President—Sales Manager; Edward 
G. Procious, Vice President—Director Employee, Public 
and Labor Relations; and Malcolm Anderson, senior mem¬ 
ber of the firm of Griggs, Moreland, Blair & Anderson, 
legal counsel for the Company. 

Advancement of other members of our management 
team is reflected in the list of Officers on Page 1. 


Capital Expenditures; 
Depreciation and Amortization 

Millions of Dollars 
14- 

■ Capital Expenditures 
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1963 1964 1965 1966 1967 1968 1969 1970 1971 


Warehousing Expanded 

To keep pace with our increased number and greater size 
of stores, warehousing facilities have been expanded by 
the opening in December 1971 of a new 255,600 square- 
foot distribution center in Indianapolis, Ind. This unit now 
serves 102 stores. Completion in June 1971 of an additional 
120,000 square feet increased to 266,000 square feet the 
area of the Monroe, La. warehouse, which serves stores 
in the southern and southwestern area. With 523,000 
square feet in the McKeesport, Pa. warehouse and 90,000 
square feet in the Fashion Center in Jersey City, N. J., 
warehousing area now totals 1,134,600 square feet, an 
increase of about 50% over the 1970 area. These distribu¬ 
tion facilities utilize modern automated conveyors, handling 
and storage equipment to serve present and future stores. 

Store deliveries from both Monroe and Indianapolis are 
made by Company-operated trucks. A new labor contract 
was negotiated with McKeesport warehouse production 
personnel for a 3-year term beginning February 1,1971. 


Expansion and Improvement 

Capital expenditures, substantially less than anticipated 
because of development and construction delays, were 
$11,017,226 in 1971 compared with $11,303,128 in 1970. 

Ten new stores in 1971 included the third Murphy's Mart 
near Connellsville, Pa. and conventional variety stores in 
Lebanon and Van Wert, Ohio; Gastonia and Durham, N. C.; 
North Palm Beach and Pensacola, Fla.; Mattoon and Effing¬ 
ham, III.; and Bluefield, W. Va. The store in Sistersville, 
W. Va. was replaced by a new, larger unit. 

Selling area was added to stores in Abbeville and New 
Orleans; La.; Weston and Williamson, W. Va.; Winchester, 
Ind.; Wilmington, Ohio; and Beaumont, Tex. Major renova¬ 
tions were made in 16 stores. 
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G. C. MURPHY COMPANY AND SUBSIDIARIES 



Statement of Consolidated Income 
and Income Retained in the Business 

For the years ended December 31,1971 and 1970 




Sales . 

$413 378 365 

$401 439 709 

Other, net. 

619 501 

457 462 


413 997 866 

401 897 171 

Costs and expenses: 



Cost of goods sold, including occupancy costs. 

287 242 908 

278 769 919 

Selling, general and administrative. 

94 315 988 

90 774 403 

Taxes, other than income taxes. 

6 940 359 

6 212 925 

Depreciation and amortization (Note 5). 

5 870 676 

5 570 452 

Employees’ Retirement Plans (Note 6). 

986 691 

620 000 

Interest, net. 

2 323 391 

2 786 984 


397 680 013 

384 734 683 

Income before income taxes . 

16 317 853 

17 162 488 

Provision for income taxes (Notes 5 and 7): 



Federal: 



Current. 

6 215 000 

7 088 000 

Deferred. 

825 000 

862 000 


7 040 000 

7 950 000 

State. 

977 300 

852 400 


8 017 300 

8 802 400 

Net income . 

8 300 553 

8 360 088 

Income retained in the business at beginning of year. 

98 249 697 

94 675 149 


106 550 250 

103 035 237 

Cash dividends, $1.20 per share. 

4 745 820 

4 785 540 

Income retained in the business at end of year . 

$101 804 430 

$ 98 249 697 

Net income per share based on average number 



of shares outstanding. 

$2.10 

$2.10 


The accompanying notes are an integral part of the financial statements. 
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Consolidated Balance Sheet 



December 31,1971 and 1970 


Assets 



Current assets: 

Cash. $ 12 666 628 

Short-term investments, at cost which approximates market... 1 986 875 

Receivables, less allowance. 3 142 970 

Merchandise inventories, at the lower of cost (principally retail 
method) or market. 86 876 063 

Prepaid expenses. 2 411 958 

Total current assets . 107 084 494 



$ 14 752 191 
4 980 500 
2 929 437 

78 220 330 
1 173 983 
102 056 441 


Property and equipment, at cost (Note 1): 


Buildings. 

18 

760 

486 

18 

109 

761 

Improvements to leased properties. 

39 

272 

529 

39 

979 

600 

Fixtures and equipment. 

64 

581 

004 

57 

631 

551 


122 

614 

019 

115 

720 

912 

Less accumulated depreciation and amortization. 

59 

933 

397 

54 

613 

768 


62 

680 

622 

61 

107 

144 

Land. 

3 

333 

062 

1 

976 

724 

Total property and equipment . 

66 

013 

684 

63 

083 

868 

Excess of cost over underlying equity in net assets acquired. 

6 

929 

045 

6 

929 

045 

Other assets. 

1 

384 

859 

1 

634 

075 


$181 

412 

082 

$173 

703 

429 


The accompanying notes are an integral part of the financial statements. 



































G. C. MURPHY COMPANY AND SUBSIDIARIES 


Liabilities 

Current liabilities: 

Notes payable. 

Accounts payable. 

Accrued expenses . 

Federal income taxes. 

Total current liabilities . 

Long-term debt (Note 1). 

Deferred federal income taxes. 

Total liabilities . 

Lease commitments and contingent liability (Note 2) 

Shareholders’ Equity 

Preferred stock, $50 par value: 

Authorized shares, 3,000,000 

Common stock, $1 par value: 

Authorized shares, 12,000,000 

Issued shares, 4,259,000 (Note 3). 

Capital in excess of par value (Note 4). 

Income retained in the business. 

Less common shares in treasury, at cost (Note 4): 

1971,317,400 shares; 1970, 291,400 shares .. 

Total shareholders' equity . 



$ 21 156 824 

8 353 167 
3 165 817 

32 675 808 
32 234 897 

9 294 000 
74 204 705 


4 259 000 
9 342 027 
101 804 430 
115 405 457 

8 198 080 
107 207 377 
$181 412 082 



$ 1 113 500 

16 120 724 

7 794 809 
3 400 953 

28 429 986 
32 330 237 

8 469 000 
69 229 223 


4 259 000 
9 338 391 
98 249 697 
111 847 088 

7 372 882 
104 474 206 
$173 703 429 
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Statement of Changes in Consolidated Financial Position 



For the years ended December 31,1971 and 1970 



Working capital provided: 

Net income. $ 8 300 553 

Add expenses not requiring outlay of working capital: 

Depreciation and amortization. 5 870 676 

Deferred federal income taxes. 825 000 

Working capital provided by operations. 14 996 229 

Dispositions of property and equipment. 2 216 734 

Other sources . 278 154 

Total working capital provided. 17 491 117 

Working capital applied: 

Additions to property and equipment. 11 017 226 

Cash dividends on common stock. 4 745 820 

Purchase of treasury stock. 850 500 

Long-term borrowings. 95 340 

Total working capital applied. 16 708 886 

Net increase in working capital. $ 782 231 


The changes in the components of working capital were as follows: 



1971 

Increase 

(Decrease) 


Current assets: 

Cash . 

$(2 085 563) 

$ 12 666 628 

Short-term investments. 

(2 993 625) 

1 986 875 

Receivables . 

213 533 

3 142 970 

Merchandise inventories. 

8 655 733 

86 876 063 

Prepaid expenses. 

1 237 975 

2 411 958 


5 028 053 

107 084 494 

Current liabilities: 

Notes payable. 

(1 113 500) 

— 

Accounts payable. 


21 156 824 

Accrued expenses. 

558 358 

8 353 167 

Federal income taxes. 

(235 136) 

3 165 817 


4 245 822 

32 675 808 

$ 782 231 

$ 74 408 686 



$ 8 360 088 

5 570 452 
862 000 
14 792 540 

3 060 753 
17 853 293 

11 303 128 

4 785 540 
1 236 544 

92 103 
17417315 
$ 435 978 


$ 14 752 191 
4 980 500 

2 929 437 
78 220 330 

1 173 983 
102 056 441 

1 113 500 
16120 724 
7 794 809 

3 400 953 
28 429 986 

$ 73 626 455 


The accompanying notes are an integral part of the financial statements. 


























































G. C. MURPHY COMPANY AND SUBSIDIARIES 


Notes to Financial Statements 


1. Long-Term Debt: 

Long-term debt is comprised of the following: 

A. Notes Payable to Banks: 

At December 31, 1971, notes payable to 
banks due November 1, 1972 and aggre¬ 
gating $30,000,000 were outstanding. 

In January 1972 the Company retired 
these notes with proceeds from the is¬ 
suance of its 7 3 /e% debentures which ma¬ 
ture in 1997. The debentures are redeem¬ 
able, subject to certain restrictions, at 
declining percentages of principal amount 
ranging from 107.375 in 1972 to 100.000 
in 1992 and thereafter. Through a sinking 
fund administered by a trustee, the Com¬ 
pany must provide for the retirement of a 
minimum of $1,500,000 principal amount 
of debentures in each year from 1978 
through 1996, or acquire comparable 
amounts of the debentures. The sinking 
fund redemption price is 100% of the 
principal amount. The debentures include 
certain restrictive covenants which, among 
other things, limit payment of dividends, 
stock redemptions, sale and leaseback 
arrangements, acquisition and disposi¬ 
tion of subsidiaries and incurrence of 
long-term debt. Had the debentures 
been outstanding at December 31, 1971, 
$12,420,700 of income retained in the 
business would have been available for 
the payment of dividends. 

B. Mortgage Note Payable: 

A mortgage note of $2,234,897 on certain 


land and buildings with an original cost of 
approximately $3,100,000 bears interest at 
6%% and is due in equal monthly install¬ 
ments of $20,813, including interest, to 
April 1977 when the balance of approxi¬ 
mately $1,750,000 is due. 

2. Lease Commitments and Contingent 

Liability: 

Company operations are conducted primarily 
in leased properties. These leases are generally 
gross leases and provide for a minimum annual 
rental which includes expenses such as taxes, 
insurance, maintenance and other operating 
costs. The remaining leases are net leases and 
provide that the Company shall bear the above- 
mentioned expenses. Approximately one-half of 
the leases provide for additional rental contin¬ 
gent on sales. Leases in effect at December 31, 
1971 expire on various dates extending to the 
year 2000 with renewal options in most cases. 

Approximate minimum annual fixed rentals 
under long-term leases in effect as of Decem¬ 
ber 31, 1971, after deducting estimated ex¬ 
penses for taxes and insurance of $2,893,000 
included in gross leases, are as follows: 

Expiration Period 

1972-1975 .. $1,385,000 

1976-1980 . 2,930,000 

1981-1985 . 2,148,000 

1986-1990 . 1,828,000 

Thereafter . 1,355,000 

$9,646,000 

Female employees of the McKeesport Ware¬ 
house have alleged that, as compared with male 
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Notes to Financial Statements (Continued) 



employees, they were not given equal pay for 
equal work and equal opportunities for advance¬ 
ment. Their status was the result of collective 
bargaining agreements and the union then rep¬ 
resenting them was named as a co-defendant. 
The Company is defending the action and has 
filed a cross-action alleging the union is solely 
liable or liable over to the Company. An adverse 
decision could unfavorably affect the earnings 
for the period in which it occurs, but, in the 
opinion of management, would not have a mate¬ 
rial adverse effect upon the Company’s financial 
position. 

3. Qualified Stock Option Plan: 

At December 31, 1971, 84,000 shares of com¬ 
mon stock of the Company were reserved for 
sale to officers and management employees 
under a Qualified Stock Option Plan approved by 
the shareholders in 1969. The plan provides that 
the option price shall not be less than 100% 
of the fair market value of such shares on the 
date of grant. The options are not exercisable 
during the first year following their grant. There¬ 
after, provided employment continues, generally 
one-fourth of the options become exercisable 
annually. Options expire five years after date of 
grant. 

Under supplemental agreements dated Au¬ 
gust 17, 1970, current holders of options to pur¬ 
chase 55,667 shares of common stock at 
$28.9375 were granted options to purchase the 
same number of shares at $21.4375. However, 
options granted under these agreements are re¬ 
duced by the exercise of the prior options and 
may not be exercised until previously granted 


options expire. The options granted under these 
agreements are not exercisable until three years 
from the date thereof. Provided employment 
continues, one-third of the options become 
exercisable annually beginning on the third an¬ 
niversary of the date of grant. These options ex¬ 
pire five years from date of grant. 

Options to purchase 75,104 shares of com¬ 
mon stock at $28.9375 or $21.4375, as described 
above, were outstanding at the beginning of 
1971. During the year options to purchase 1,000 
shares were exercised and options to purchase 
3,034 shares lapsed. At December 31, 1971 op¬ 
tions to purchase 71,070 shares were outstand¬ 
ing and 12,930 options were available for future 
grant. 

4. Capital in Excess of Par Value and 

Treasury Stock: 

Capital in excess of par value increased by 
$3,636 during 1971 representing the excess of 
proceeds from the exercise of options on 1,000 
shares of common stock over the cost of treas¬ 
ury shares sold. The Company purchased 27,000 
shares of treasury stock in 1971 and 54,400 
shares in 1970. 

5. Depreciation and Amortization Policies: 
Depreciation and amortization of property and 
equipment are computed using the straight-line 
method for financial reporting purposes and ac¬ 
celerated and straight-line methods for tax pur¬ 
poses. Federal income taxes are based on book 
income and deferred taxes give recognition to 
amounts which will become payable in future 
years when book depreciation exceeds tax de¬ 
preciation. 
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6. Employees' Retirement Plans: 

Substantially all employees are covered by either 
the Company's retirement plan established in 
1944 or a union administered pension plan as 
they meet the age and length of service require¬ 
ments. Under the Company’s retirement plan 
costs of current service are being funded an¬ 
nually, there is no unfunded prior service cost 
and the value of assets in the fund at December 
31, 1971 exceeded the actuarially computed 
value of vested benefits. Company costs with 
respect to the union administered pension plan 
are stipulated in the union agreement and are 


paid currently. The Company has no liability for 
prior service cost under this agreement. 

7. Investment Credit: 

The Company follows the policy of accounting 
for investment credit on the flow-through meth¬ 
od. The provision for current federal income 
taxes has been reduced by investment credit 
earned of $317,500 in 1971. The investment 
credit for 1970 was not material. 

8. Reclassifications: 

Certain 1970 amounts have been reclassified to 
conform with 1971 financial statement presenta¬ 
tion. 


Auditors’ Report 


To the Shareholders 

of G. C. Murphy Company: 


We have examined the consolidated balance sheet of G. C. Murphy Company and subsidiaries as of 
December 31, 1971 and the related statements of income and income retained in the business and changes 
in financial position for the year then ended. Our examination was made in accordance with generally accepted 
auditing standards, and accordingly included such tests of the accounting records and such other auditing pro¬ 
cedures as we considered necessary in the circumstances. We previously examined and reported upon the 
consolidated financial statements of the company for the year 1970. 

In our opinion, the above-mentioned financial statements present fairly the consolidated financial position 
of G. C. Murphy Company and subsidiaries at December 31, 1971 and 1970, and the consolidated results of 
their operations and changes in financial position for the years then ended, in conformity with generally 
accepted accounting principles applied on a consistent basis. 


Pittsburgh, Pennsylvania 
February 8, 1972 





Certified Public Accountants 
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Store Locations 516 stores in 23 states and the District of Columbia 


All locations are Murphy stores unless otherwise indicated 


ALABAMA (8) 

Decatur 
Gadsden 
Huntsville (2) 

Jasper 
* Mobile (2) 
Tuscaloosa 

"ARKANSAS (6) 

Camden 

Dermott 

Hope 

Lake Village 

McGehee 

Warren 

CONNECTICUT (2) 

Naugatuck 

Torrington 

DISTRICT OF 
COLUMBIA (2) 

Washington (2) 

FLORIDA (15) 

Daytona Beach 

Gainesville 

Hialeah 

Holly Hill 

Jacksonville 

Miami 

North Palm Beach 
Orlando 
Panama City 
Pensacola (3) 

St. Petersburg 
West Hollywood 
West Palm Beach 

GEORGIA (3) 

Moultrie 

Rome 

Tifton 

ILLINOIS (11) 

Anna 
Berwyn 
Effingham (2) 

Flora 

Mattoon 

Mt. Prospect 

Mt. Vernon 

Pontiac 

Streator 

Vandalia 

INDIANA (42) 

Aurora 

Bluffton 

Brazil 

Clinton 

Columbus 

Crawfordsville 

Decatur (2) 

Elwood 

Fort Wayne (2) 
Frankfort 


O Murphy’s Marts 


INDIANA 

Franklin 

Goshen 

Greencastle 

Greensburg 

Hartford City 

Huntingburg 

Indianapolis (7) 

Kendallville 

Kokomo 

Linton 

Madison 

Noblesville 

North Manchester 

Peru 

Plymouth 

Portland 

Princeton 

Rockville 

Salem 

Seymour 

Shelbyville 

Terre Haute 

Washington 

Winchester 

KENTUCKY (6) 

Ashland (2) 

Louisville 

Maysville 

Paintsville 

Pikeville 

LOUISIANA (62) 

"Abbeville 

"Alexandria 

"Amite 

"Arabi 

"Arcadia 

"Bastrop (2) 

"Baton Rouge (3) 

"Bogalusa (2) 

"Bunkie 

"Covington (2) 

"Crowley 

"DeRidder (2) 

"Franklin 

"Hammond 

"Hodge 

"Homer 

"Houma (3) 

"Jennings 

"Jonesboro 

* Lafayette 

"Leesville 

‘Mansfield 

"Many 

"Metairie (3) 

"Minden 

"Monroe (2) 

"Morgan City 

"Natchitoches (2) 

"New Iberia 

"New Orleans (4) 

"Oakdale 

"Pineville 

"Plaquemine 


LOUISIANA 

"Rayville 
"Ruston (2) 
Shreveport 
"Sulphur 
"Tallulah 
"Thibodaux (2) 
"West Monroe (2) 
West Monroe 
"Westwego 
"Winnfield 
"Winnsboro 

MARYLAND (27) 

Annapolis 
Baltimore (11) 

Bel Air 

Cumberland 

Dundalk 

Eastover 

Frostburg 

Glen Burnie (2) 

Hancock 

Hillcrest Heights 

Hyattsville 

Landover 

Oxon Hill 

Rockville (2) 

Westminster 

MICHIGAN (9) 

Albion 

Charlotte 

Coldwater 

Hillsdale 

Marshall 

Okemos 

Owosso 

St. Joseph 

South Haven 

MINNESOTA (3) 

Bloomington 
Minneapolis 
St. Paul 

"MISSISSIPPI (31) 

Belzoni 

Biloxi 

Brookhaven 

Cleveland 

Forest 

Greenville (2) 
Grenada 
Gulfport (2) 
Hattiesburg 
Hazlehurst 
Indianola 
Jackson (4) 
Kosciusko (2) 
Laurel 

Long Beach 

McComb 

New Albany 

Oxford 

Pascagoula 

Philadelphia 

Picayune 


ft Terry Farris Stores 


MISSISSIPPI 

Starkville (2) 

Vicksburg 
West Point 

NEW JERSEY (5) 

Ocean City 
Trenton (2) 

Washington 

Wildwood 

NEW YORK (10) 

Buffalo 

Dansville 

Fredonia 

Greece 

Jamestown 

Lancaster 

LeRoy 

Medina 

North Tonawanda 
Syracuse 

NORTH CAROLINA (3) 

Durham 

Gastonia 

Hickory 

OHIO (47) 

Alliance 

Barnesville 

Bellaire 

Bellefontaine 

Bryan 

Bucyrus 

Cincinnati 

Circleville 

Cleveland 

Columbus 

Dayton (2) 

Defiance 

Delphos 

Franklin 

Galion 

Gallipolis (2) 

Greenville 
Hillsboro 
Jackson (2) 

Lebanon (2) 

Logan 
London 
Marion (2) 

Middletown 

Napoleon 

North Ridgeville 

Piqua 

St. Marys 

Salem 

Sidney 

Toledo 

Toronto 

Troy 

Urbana 

Van Wert (3) 

Wapakoneta 
Washington Court 
House 
Wilmington 
Youngstown (2) 


x Bruners 


* Morgan & Lindsey Stores 


xx Cobbs Stores 


PENNSYLVANIA (125) 

Aliquippa (2) 

Altoona 

Ambridge 

Bangor 

Barnesboro 

Beaver 

Beaver Falls 

Bedford 

Bellefonte 

Belle Vernon 

Bellevue 

OBethel Park 
Bethlehem 
Blairsville 
Brentwood 
Brentwood 
(Whitehall) 

Brookville 

Brownsville 

Burgettstown 

Butler 

California 

Carlisle 

Carnegie 

Castle Shannon 

Charleroi 

Clairton 

Clarion 

Clearfield 

Connellsville 

OConnellsville 
Corry (2) 

Derry 
Donora 
Dormont 
Elizabeth 
Ellwood City 
Erie (2) 

Etna 

Everett 

Farrell 

Ford City 

Franklin 

Gettysburg 

Greensburg (2) 

Greenville 

Grove City 

Hanover 

OHarmar Township 
Harrisburg (2) 
Havertown 
Hollidaysburg 
Huntingdon 
Indiana (2) 

Irwin 

Jeannette 

Johnsonburg 

Kittanning 

Latrobe 

Lehighton 

Lemoyne 

Lewistown 

Ligonier 

McConnellsburg 
McDonald 
McKeesport (2) 


Stores t Bargain World 
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PENNSYLVANIA 

McKees Rocks (2) 

Meadville 

Mechanicsburg 

Mercer 

Mercersburg 

Meyersdale 

Midland 

Monessen 

Monroeville 

Mount Joy 

Mt. Lebanon 

Mt. Oliver 

Mount Union 

Natrona Heights 

Nazareth 

New Bethlehem 

New Castle (2) 

New Kensington 

North East 

Oakmont 

Philadelphia (2) 

Pittsburgh (4) 

Punxsutawney 

Red Lion 

Ridgway 

Rochester 

St. Marys 

Sewickley 

Sharon 

Shippensburg 

State College 

Tarentum 

Titusville 

Turtle Creek 

Uniontown 

Vandergrift 

Warren 

Washington (2) 
Waynesburg 
West Newton 
Wilkinsburg (2) 
Willow Grove 
York (3) 

TENNESSEE (2) 

Chattanooga 

Nashville 

TEXAS (44) 

Abilene 

#Alice 

‘Angleton 

Austin 

* Beaumont (3) 
^Brownsville 
‘Conroe 
xCorpus Christi 
#Del Rio 
^Edinburg 
#Fa!furrias 

Fort Worth 
#Harlingen 
‘Houston (3) 
‘Jasper 
^Kingsville 

* Kirbyville 


TEXAS 

xxLevelland 
xxLubbock 
#McAllen 
Odessa 
xxOdessa (2) 

‘Paris 

tfRaymondville 
San Antonio 
xSan Antonio (6) 
fSan Antonio 
‘Silsbee (2) 

#Sinton 
#Temple (2) 

Texarkana 

Weslaco 

VIRGINIA (16) 

Alexandria (2) 

Annandale 

Arlington 

Culpeper 

Danville 

Hampton (2) 

Lynchburg 

Manassas 

Richmond (4) 

Roanoke 

Woodbridge 

WEST VIRGINIA (35) 

Beckley (2) 

Bluefield 

Buckhannon 

Clarksburg 

East Rainelle 

Elkins 

Fairmont 

Hinton 

Keyser 

Logan 

Montgomery 

Morgantown 

Moundsville 

Mullens 

Northfork 

Oak Hill 

Parkersburg 

Philippi 

Piedmont 

Pt. Pleasant (2) 

Princeton 

Richwood 

Shinnston 

Sistersville 

South Charleston 

Spencer 

Weirton (2) 

Welch 

Wellsburg 

Weston 

Wheeling 

Williamson 

WISCONSIN (2) 

Milwaukee 

Sheboygan 


Stores Operating 
in Name of 

Type of Store 

Number 
of Stores 

Murphy 

Conventional Variety 

311 

Murphy A-A 

Streamlined, High-Promotion 
Variety 

58 

Murphy Fabric 

Center 

Fabrics, sewing notions, dry 
goods, catalog items 

6 

Murphy’s Mart 

Complete Shopping Complex 

3 

Morgan & Lindsey 

Conventional Variety 

112 

Terry Farris 

Junior Department 

14 

Bruners 

Junior Department 

7 

Cobbs 

Department 

4 

Bargain World 

Discount 

1 

Total Stores, December 31, 1971 

516 


43 NEW STORES PLANNED 


Arkansas . 1 

Illinois.(Murphy’s Mart) 1 

Kentucky . 1 

Louisiana. 1 

Maryland.(Includes 7 Murphy’s Marts) 8 

Minnesota . 1 

Mississippi. 1 

North Carolina. 4 

Ohio.(Includes 4 Murphy’s Marts) 7 

Pennsylvania.(Murphy’s Marts) 6 

South Carolina. 1 

Tennessee . 1 

Texas . 1 

Virginia.(Includes one Murphy’s Mart) 5 

West Virginia.(Includes 2 Murphy's Marts) 3 

Wisconsin . 1 

Total.(Includes 21 Murphy’s Marts) 43 
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Nine-Year Review 



1971 

1970 

1969 

OPERATIONS (dollars in thousands) 





Sales. 

$413 378 

$401 440 

$379 

157 

Employees’ compensation and other benefits_ 

88 779 

84 864 

79 

325 

Depreciation and amortization. 

5 871 

5 570 

5 

031 

Interest . 

2 323 

2 787 

1 

842 

Federal and other taxes. 

14 958 

15015 

14 

939 

Income before income taxes. 

16318 

17 162 

17 

607 

Net income. 

8 301 

8 360 

8 

310 


YEAR-END POSITION (dollars in thousands) 

Merchandise inventories. 

Working capital . 

Property and equipment—net. 

Long-term debt. 

Shareholders’ equity. 

$86 876 

74 409 

66 014 

32 235 

107 207 

$78 220 

73 626 

63 084 

32 330 

104 474 

$69 869 

73 190 

57 447 

32 422 

102 136 

PER SHARE DATA 




Net income. 

$2.10 

$2.10 

$2.05 

Dividends. 

$1.20 

$1.20 

$1.20 

Shareholders’ equity (book value) year end. 

$27.20 

$26.33 

$25.39 

Average number of shares (in thousands). 

3 957 

3 987 

4 049 


OTHER DATA 


Number of stores. 

516 

519 

517 

Sales per store (in thousands). 

$801 

$773 

$733 

Selling area (square feet in thousands). 

7 676 

7 471 

7 128 

Sales per square foot—weighted. 

$54.39 

$54.78 

$54.31 

Capital expenditures (in thousands). 

$11017 

$11 303 

$12 439 


Printed in U.S.A. 
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1968 

1967 

1966 

1965 

1964 

1963 

$355 699 

$332 307 

$315 034 

$298 536 

$281 435 

$267 837 

76 031 

69 254 

64 638 

61 710 

57 881 

54 754 

4 692 

4 454 

4 309 

4 351 

4 179 

4 332 

959 

662 

742 

612 

707 

731 

14018 

12 526 

13 055 

11 551 

11 539 

10 979 

16 790 

15 201 

16 790 

14 905 

14510 

12517 

8 045 

7 926 

8 663 

7 822 

7 429 

5913 


1 


$68 117 

$61 996 

$54 326 

$53 845 

$50 522 

$49 474 

48 958 

49 771 

47 652 

45 065 

42 311 

39 252 

50198 

46 720 

45 688 

46135 

46 336 

47 417 

— 

— 

— 

500 

2 029 

3 557 

101 341 

98 230 

95 238 

93 313 

90 518 

88117 


$1.96 

$1.93 

$2.10 

$1.87 

$1.77 

$1.41 

$1.20 

$1.20 

$1.20 

$1.20 

$1.20 

$1.20 

$24.65 

$23.89 

$23.16 

$22.27 

$21.60 

$21.03 

4 112 

4 112 

4 128 

4 190 

4 190 

4 190 


512 

512 

508 

514 

512 

510 

$695 

$649 

$620 

$581 

$550 

$525 

6 851 

6 671 

6 598 

6 620 

6 501 

6 359 

$52.87 

$50.08 

$47.53 

$45.28 

$43.46 

$42.25 

$8 292 

$5 717 

$3 826 

$4 204 

$3 196 

$4 268 
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